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Abstract
At individual’s level, income is an essential factor influencing different dimensions of the life. Objective of this study is to 
determine differences in population income within the European Union. The method of comparison was used to analyze the 
situation of population income in Latvia and the EU during the years 2005-2013. There are remarkable differences in terms of the 
population income in the EU countries, and the income in Latvia is one of the lowest in the EU. The population income can also
be seen as the effect of economic activity in the country. The results of research show very varied competitiveness of nations that 
can sufficiently determine the social and economic development of the EU member states, including Latvia.
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Introduction
As the result of different levels of society’s organization, the regional division is formed. Taking into 
consideration processes of globalization and urbanization, it is possible to construct following structure of worlds 
economic space – local (micro level – towns and countryside), regional (meso level – regions), national (macro level 
– countries), trans-national (hyper-macro level – XQLRQVRIFRXQWULHV*UL]ƗQV	 Vanags, 2010)
The EU is a trans-national region that consists of 28 member states. One of the EU’s main goals is to promote 
human rights both internally and around the world. Human dignity, freedom, democracy, equality, the rule of law 
and respect for human rights: these are the core values of the EU. (European Union, 2015) To achieve these goals, it 
is vital to ensure sustainable development of the EU. This can be reached only if all regions of the EU (member 
states and regions in countries) will attain the same level of development.
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Regions of all levels are formed in an interaction of political, social, cultural and spatial dimensions. If there are 
differences in these factors, the level of social and economic development among the regions may differ. At 
individual’s level, differences in social and economic situation can be considered as main factors that form and 
contribute to inequalities of various dimensions of life. This can be seen between regions as well as within one 
region.
Objective of this study is to determine differences in population income within the European Union and a 
correlation of the personal income with the social and economic situation in the country.
1. Methodology
Several research methods are applied in this research. Firstly, research papers on an income inequality were 
reviewed – methods of generalization and synthesis of scientific literature were used in the study. Secondly, the 
method of comparison was used to analyze the situation of population income in Latvia and the EU during the years 
2005-2013. Finally, method of correlation was used to verify the population income coherence to other dimensions 
of a person’s life quality within the EU countries. For this purpose, data about amount and level of population 
income, life expectancy at birth and risk of poverty and social exclusion in EU countries were used (from Eurostat 
database).
2. Literature review
Inequality can be seen in several dimensions – as a vital inequalities (inequalities of humans as a biological 
organisms), existential inequalities (inequalities of persons in their freedom and respect) and resource inequalities 
(inequalities in human agency). (Crow, Zlatunich & Fulfrost, 2009)
Amount of income (an absolute indicator) and level of income, comparing to other members of society (relative 
indicators) are essential indicators of person’s life quality and opportunities. The greater are differences of income 
between members of society, the greater the income inequality is. Accordingly, there can be more expressed 
disparities in quality of life between members of society.
Main source of income for the majority of society is income from work (salary). Amount and level of salary, 
mainly, are result of interaction of profession, place of work, position etc. factors. These factors can be influenced 
by level of person’s education. Thereby, it might be considered that there is strong, reverse correlation between level 
of education and income inequality. However, several researches point to distinctive situation. In a research about 
Portugal is obtained that education increase inequality of wages within one level of education. (Alves, 2012)
A research about impact of education policy on income distribution has result that in developed countries income 
inequality can increase if higher education is made more available. This can happen because wages of unskilled 
workers decrease and premium for qualification increase. Primary education and literacy improve situation of lower 
income group, secondary education increase share of medium income group and decrease share of higher income 
group. Expenditure for education influences inequality. There is option to decrease inequality by investing in human 
capital. However, greater expenditure for education has not made inequality lower in many developing countries. 
This is explained by effective usage of resources and the quality of education. In the research (global data) is found 
that secondary education, especially enrollment rates, plays a major role in determining why some countries have 
more equal income distribution than others. Conversely, tertiary enrollment rates are significantly unequalizing. 
Enrollment rates in primary, secondary and higher education each highly significantly decrease fertility rates, and as 
high fertility rates generally are highly significantly increasing income inequality, this also indirectly improves
income distribution. (Keller, 2010)
Other authors, in turn, point that not education, but inequality in education affects economic development 
negatively and increase income inequality. (Crow, Zlatunich & Fulfrost, 2009)
This coherence can be seen also in opposite direction – income inequality influences education inequality, 
especially if it is education with a charge. It is always a very important question when income inequality analysis is 
carried out – there are factors, influencing income inequality and social and economic aftereffect, caused by income 
inequality. However, what are factors and what – results? For example, health condition (vital inequalities) can 
influence individual’s options of receiving greater income from work. At the same time, greater (relative) income 
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from work or other source means greater possibilities to ensure and preserve better health condition (preventive 
health care, better medications etc.)
Education and specialization of population cannot be analyzed disconnected from overall situation. Higher level 
of education cannot increase wealth in countries that do not have demand for educated employees. Rising of level of 
education will ensure economic growth and increase of wealth only, if there is developed industry in the country that 
will provide workplaces for these people. Otherwise, there is only education of emigrants. (Reinerts, 2012)
A research about connection of income inequality to different social and economic problems in several countries 
has a conclusion that income inequality in country or in individual regions in country (in research – USA states) 
influences and promotes following problems:
x Mental health and level of stress
x Physical health and life expectancy
x Level of education
x Teenage pregnancy
x Level of violence and system of penalties etc. (Vilkinsons & Pikita, 2011)
Other researchers also point to close link of income inequality to these problems.
Differences in the level of income inequality are able to explain a sizeable share of the geographic variation in 
teen pregnancy rates. Women who grow up in low socioeconomic circumstances have more teen, nonmarital births 
when they live in higher inequality locations. Greater levels of lower- tail income inequality – which can informally 
be thought of as a greater gap between the “middle class” and the “poor” – lead to a heightened sense of economic 
marginalization and desperation among those at the bottom of the income distribution. Authors offer model that
when a poor young woman comprehends economic despair in this way, perceiving that socioeconomic success is 
likely unachievable to her, she is more likely to embrace motherhood in her current position, as there is little option 
value to be gained by delaying the immediate gratification of having a baby. (Kearney & Levine, 2014)
Results of previous mentioned research coincide with a conclusion that level of birth increase inequality 
significantly (but loose influence in developed countries). Higher level of births is more characteristic for lower 
income classes. Hence, part of lower income group is redistributed to more persons. Thus, income inequality is 
magnified. (Keller, 2010)
A research about 33 countries shows that income inequality correlates with trust (-0.51), health expenditures 
(-0.45), life expectancy (-0.74) and mortality (0.55). Trust correlates with life expectancy (0.48) and mortality 
(-0.47) and partly mediates their relation to income inequality. Health expenditures do not correlate with life 
expectancy and mortality, and health expenditures do not mediate link between income inequality and health. Health 
problems, caused by socioeconomic status are more widespread in societies with higher dispersion of personal 
income. Differences in income inequality between countries are associated with mental and physical health 
problems, as well as with rate of mortality. Income inequality also harms public health through the psychosocial 
impact of relative deprivation, class conflict or the lack of social capital, and not primarily through the lack of 
government investment. Differences between social classes get wider, hostility, violence and psychosocial stress 
increase, but moderators of stress (e.g. social support and cohesion) reduce. The results of research gives conclusion 
that in society where are great difference in income and low level of trust may lack capacity to create system of 
social supports and connections that contribute to health and successful aging. (Elgar, 2010)
3. Results
There are remarkable differences in terms of the population income in the EU countries. We can create two 
groups of equivalent countries – 15 old member states and 12 new member states, see Table 1. In the group of old 
member states median equalized net income, in average, is 4.4 times higher than in the group of new member states. 
The difference decreases gradually – it was 576% in year 2005 and 273% in year 2013. Median equalized net 
income in Latvia is one of the lowest in the EU. Furthermore, 6 years during the covered period it is also lower than 
average income in new member states group.
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Table 1. Median equalized net income in EU, euro.
Year
Group of 
countries/ country
2005 2006 2007 2008 2009 2010 2011 2012 2013
EU (27 countries) 12 657 12 950 13 895 14 487 14 594 14 722 14 857 15 350 15 471
EU (15 countries) 15 448 15 668 16 666 17 225 17 152 17 404 17 472 18 046 18 222
New member states (12 countries) 2 284 2 782 3 462 4 069 4 787 4 419 4 741 4 872 4 880
Latvia 2 198 2 554 3 397 4 758 5 356 4 469 4 160 4 428 4 702
Latvia (% from EU 27 average) 17.4 19.7 24.4 32.8 36.7 30.4 28.0 28.8 30.4
Source: contributed by author on the basics of Database about EU countries (2015)
Median equalized net income in Latvia comprised from 17.4% up to 36.7% from the EU average indicator. Up to 
year 2009 decrease of disparity can be observed. This is result of more rapid income increase (absolutely and 
relatively) in Latvia than in EU 27 countries in average (except year 2007). Though, after economic crisis rapid 
changes in situation can be seen – median equalized net income in Latvia decreases by 16.6% and 6.9% in years 
2010 and 2011 respectively. That is one of the highest decreases among EU countries. During next two years 
income in Latvia increase, but in year 2013 difference still exceeds 2/3 of EU average indicator.
Income is an essential factor that determines quality of person’s life. Low level and great disparities of income 
can cause many serious social and economic problems in society. To evaluate impact of income to life quality of 
population and society as a whole, a correlation analysis is performed, see Table 2.
Table 2. Results of the correlation analysis.
Year
Indicators
2005 2006 2007 2008 2009 2010 2011 2012 2013
Median equalized net income (euro)
and Risk of poverty and social 
exclusion (%)*
-0.75 -0.68 -0.65 -0.71 -0.69 -0.71 -0.71 -0.72 -0.74
Income index and Health index 0.83 0.81 0.79 0.77 0.77 0.80 0.79 0.77 0.73
Source: contributed by author on the basics of Database about EU countries (2015) and Human Development Statistical Tables (2015)
*2005 – not available data about Bulgaria, Croatia, Romania, 2008 – not available data about Croatia, 2013 – not available data about Ireland
The correlation is evaluated within one year by comparing situation in 28 EU member states. Health index (life 
expectancy at birth) is used as indicator that characterizes quality of person’s life. It is influenced by housing 
conditions, mental health, physical health, availability and quality of health care, level of criminality etc. factors. 
Risk of poverty and social exclusion is the proportion of those persons in country, who have income and resources, 
lower that is assumed in society and who are not able to integrate in the society due to poverty or other reasons 
(unemployment, disablement, discrimination etc.) This indicator is used to describe quality of society’s life. In the 
analysis are not used indicators that characterize situation of education, as it is very difficult to evaluate its quality 
and impact. This problem is described in other researches that are analyzed before.
There is strong, opposite correlation between median equalized net income and risk of poverty and social 
exclusion. Consequently, there are more pronounced problems with distribution of income in lower income 
countries. As the result, in such countries is higher income inequality. We can analyze this correlation also 
inversely. If there are problems in retraining of unemployed persons, adjusting the working environment for 
disabled persons, racial, sex or other kind of discrimination, great number of alcoholics, drug users etc. negative 
processes in society, that prejudice ability of such persons to earn income and integrate in the society properly. As 
the result, it leads to higher income inequality and can reduce median equalized net income in the country.
There is also strong correlation between relative indicator of income (Income index) and life expectancy at birth. 
In countries with higher level of income is greater chance to ensure better living conditions (higher quality of life) 
and that provides greater life expectancy.
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Thereby, it is obvious that existence of income inequality in the country significantly affects different areas of 
population life’s quality. As there are different approaches in the analysis of causality, it is evident that there must 
be used comprehensive approach to prevent (or reduce) income inequality and social and economic problems 
(whatever is considered as the initial factor). It is vital also because analyzed correlations cannot be viewed 
separately from overall situation. Level of income, income inequality, health or other problems in the regions are the 
result of interaction between many social and economic factors.
Conclusions
The issue of income inequality is very topical and there are many researches about it. The results of researches 
cannot be interpreted unambiguously neither between different researches nor within results of one research. The 
reason of this is the complicated nature of income inequality’s formation process. This process is influenced by 
person’s level of education, profession, position, health condition, as well as by overall social, economical, political 
situation and other factors. Furthermore, these connections can be viewed also reversely – income and distribution 
of income have significant impact on person’s life, as well as on situation of all country/ region. The population 
income inequality can be included in the models of competitiveness of nations (or regions) as indicator, but in the 
models describing sustainable development – as factor.
There are remarkable differences in terms of the population income in the EU countries – great dispersion of 
income and large income inequality. Differences of income determine other dimensions of person’s life quality –
there is a sufficient correlation between the amount of income and the risk of poverty and social exclusion, as well 
as between the level of income and the life expectancy at birth.
The population income can also be seen as the effect of economic activity in the country. It is obvious that 
countries have diverse reactions to economic shocks – there is a different dynamic of the income after the economic 
crisis. The results of research show a very varied competitiveness of nations that can sufficiently determine the 
social and economic development of the EU member states and the EU as a whole.
The results of research can be used to evaluate regional development performance, implemented in the EU and 
Latvia, as well as to consider future priorities and activities that will ensure sustainable development of countries 
and the EU region.
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